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HAIKU DESIGN AND ANALYSIS i^ 

RESPONSE TO INFORMATION REQUESTS 

TRANSMITTED BY THE COMMISSION ON JUNE 5. 2009 

Cari Freedman, dba Haiku Design and Analysis (HDA) respectfully offers the 

following response to the information requests transmitted by the Commission in this 

docket on June 5, 2009. HDA responds below to PUC-lR-47 addressed specifically to 

HDA. 

HDA is providing its response to PUC-IR-47 immediately and well before it is due in 

order to (a) provide the response promptly to HECO in aid of HECO's responses to PUC-

IR-46 (which refers to the HDA RPC mechanism) and (b) allow the Commission or its 

consultant(s) to request any clarifying questions or modificarions in case HDA's response is 

not sufficiently "concise, complete and comprehensible" or is in any other way off-the-mark 

or disappointing. 



PUC-IR-47: The record does not contain, in one place, a concise, complete and 
comprehensible description of precisely how HDA's revenue per customer 
approach works. Please provide a prose description, limited to two pages, that 
explains the proposal fully in a manner understandable to the average reader. 
The description should include a simple, "stick figure" example that illustrates -

A. the workings ofthe proposal under simple assumptions of base revenue 
requirement, number of customers, average customer usage and any 
other necessary assumptions; and 

B. the outcomes under varying assumptions of number of customers, and 
average customer usage. 

HDA may also provide a more realistic set of numerical examples, more 
complex than the stick figure example. With any of these numerical examples, 
include all notes and explanations necessary to make the examples self-
explanatory. The reader should have everything necessary in this one 
illustration. The explanation need not contain the description ofthe various rate 
schedules included or excluded, as that material already appears clearly in 
HDA's FSOP. 

HDA Response: 

HDA's revenue per customer (RPC) "recoupling" mechanism is described below. A 

two-page description ofthe operation ofthe mechanism is provided titled DESCRIPTION 

OF THE OPERATION OF THE HDA RPC MECHANISM. 

BACKGROUND 

An HDA RPC recoupling mechanism was originally proposed as one part of an 

"HDA example mechanism" described in several previous filings in this docket, including 

HDA's Opening Statement of Posirion. The HDA example mechanism included both a 

decoupling mechanism and an RPC recoupling mechanism. In its Final Statement of 

Position, HDA (a) withdrew the decoupling portion of its HDA example mechanism from 

further consideration in favor of HECO's revenue balancing account (RBA) decoupling 

mechanism (with suggested modifications) and (b) noted that the HDA RPC recoupling 

approach could be applied to the HECO RBA decoupling mechanism and should be 

considered as an alternative to HECO's revenue adjustment mechanism (RAM). HDA's 



RPC recoupling mechanism is now proposed to be implemented in conjunction with the 

HECO RBA decoupling mechanism format. 

DESCRIPTION 

In the current HDA RPC proposal, decoupling would be implemented as proposed in 

the HECO RBA decoupling mechanism except that the HDA RPC mechanism would be 

used to adjust the periodically calculated allowed recovery target instead of HECO's 

proposed RAM. The HDA RPC recoupling mechanism would allow recovered target 

revenues to grow in the years between rate cases in proportion with an index ofthe number 

of new customers. 
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DESCRIPTION QF THE OPERATION O F T H E HDA RPC MECHANISM 

The HDA RPC mechanism would replace the HECO RAM in determining the decoupling 
revenue targets in HECO's RBA decoupling mechanism. Decoupling revenue targets would grow 
in direct proportion to an index ofthe number of customers in each customer class grouping. The 
HDA RPC mechanism is described below in Steps 2, 3 and 4. Steps 1 and 5 outline the rudiments 
ofthe HECO RBA decoupling mechanism to provide context to make the description self-
explanatory. Several details are omitted for the sake of simplicity in presentation, including 
monthly allocations for revenue targets, accrual of interest on under.and over collections and 
treatment of taxes. 

RATE CASE DETERMINATIONS: 

Step 1: In the context of a rate case the test year base "target" revenue (TY BASE REV) 
would be identified for each decoupling customer class grouping. The test year target revenue 
would equal the total test year authorized revenue requirement (TY TOTAL REV REQ) minus the 
purchased energy and fuel expense component of these revenues (TY FUEL & PE EXP). 

TY BASE REV = TY TOTAL REV REQ - TY FUEL & PE EXP 

Step 2: The test year number of customer accounts in each decoupling customer class 
grouping would be identified (TY CUSTOMERS). 

PERIODIC DECOUPLING ADJUSTMENT DETERMINATIONS: 

Step 3: A current index ofthe number of customers (CURRENT CUSTOMERS) would be 
determined. The index ofthe number of customers used in the mechanism is intended to serve as a 
proxy for the amount of growth on the utility system. In order to serve this specific purpose simply, 
without opportunity for gaming or spurious circumstances, the following conventions are 
suggested. 

For each customer class group the index ofthe number of customers would be equal to the 
test year number of customers plus the number of new customers at new premises. Ordinarily a 
building permit would be associated with each new customer. 

Expiring customer accounts would not reduce the index ofthe number of customers and 
new accounts at premises that previously received service would not be added. 

Accounts generated by converting master metered buildings to individually metered 
accounts (or vice versa) would not change the index ofthe number of customers. 

Customers moving from one customer class to another should be treated according to a 
reasonable convention that could be discussed. 

Step 4: The current base revenue recovery target (CURRENT REV TARGET) would be 
determined for each customer class grouping to equal the test year base target revenue times the 
ratio ofthe current index of number of customers divided by the test year number of customer 
accounts. [This step replaces the RAM proposed by HECO in its RBA decoupling mechanism.] 

CURRENT REV TARGET = TY BASE REV x (CURRENT CUSTOMERS - TY CUSTOMERS) 

Step 5: Revenues would then be decoupled according to the RBA decoupling mechanism 
proposed by HECO (described below) except that the curtent base revenue target determined in 
Step 4 above would be used instead of a revenue target detennined by HECO's proposed RAM. 
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(a) Actual purchased energy and fuel expenses (ACTUAL FUEL & PE EXP)' would 
be deducted from actual revenues (ACTUAL REV) to determine actual base revenues 
(CURRENT BASE REV) to be applied to the current revenue target. 

CURRENT BASE REV = ACTUAL REV - ACTUAL FUEL & PE EXP 

(b) The difference between the curtent base revenues (determined in (a) above) and the 
current base revenue recovery target (determined in Step 4 above) would be the allowed 
current period decoupling revenue adjustment (CURRENT REV ADJUST). 

CURRENT REV ADJUST = CURRENT REV TARGET - CURRENT BASE REV 

(c) Under or over-col lections of previous period decoupling revenue and other 
adjustments would be calculated for reconciliation (PREV PERIOD RECONCIL). 

(d) The resulting decoupling adjustment in $ per kWh (DECOUPLING 
ADJUSTMENT) to be applied for the next period would be determined as the curtent 
period revenue adjustment plus or minus the under or over-collection from the previous 
period denominated by a projection of sales for the next period (NEXT PERIOD SALES). 

DECOUPLING ADJUST = (CURRENT REV ADJUST + PREV PERIOD RECONCIL) 
NEXT PERIOD SALES 

NUMERICAL EXAMPLE WITH ALTERNATE SCENARIOS 

Example outcomes from various assumptions regarding sales and customer growth are 
shown below for HECO Schedule R based on the Update Case ofthe HECO TY2009 Rate Case 
Application. The HDA RPC mechanism (steps 2, 3 and 4 above) is shown in bold in lines G, H and 
J. The other lines represent the operation ofthe HECO RBA decoupling mechanism. 
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' As proposed by HECO in its Final Statement of Position, actual fiiel and purchased energy expense 
would be used (by way of ftill-pass-through ECAC reconciliation) unless the actual system heat rate falls 
outside of a prescribed ECAC deadband, in which case actual purchased energy and calculated ECAC fuel 
expenses would be used. 
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CERTIFICATE OF SERVICE 

I hereby certify that I have, on June 8, 2009 served a copy ofthe foregoing 

HAIKU DESIGN RESPONSE TO INFORMATION REQUESTS TRANSMITTED BY 

THE COMMISSION ON JUNE 5, 2009 upon the following entiries, by first class mail or 

by electronic transmission as noted: 

Catherine P. Awakuni, Executive Director 
Department of Commerce and Consumer Affairs 
Division of Consumer Advocacy 
P.O. Box 541 
Honolulu, Hawaii 96809 

Darcy L. Endo-Omoto, Vice President 
Government and Community Affairs 
Hawaiian Electric Company, Inc. 
P. O. Box 2750 
Honolulu, HI 96840-0001 

Dean K. Matsuura 
Manager, Regulatory Affairs 
Hawaiian Electric Company, Inc. 
Hawaii Electric Light Company, Inc. 
Maui Electric Company, Ltd. 
P. 0. Box 2750 
Honolulu, Hawaii 96840-000! 

Jay Ignacio, President 
Hawaii Electric Light Company, Inc. 
P.O.Box 1027 
Hilo, Hawaii 96721-1027 

Edward L. Relnhardt, President 
Maui Electric Company, Limited 
P. O. Box 398 
Kahului, Hawaii 96733-6898 

Thomas W. Williams, Jr., Esq. 
Peter K. Kikuta, Esq 
Damon Schmidt, Esq 
Goodsill Anderson Quinn Stifel LLLC 
1099 Alakea Street, Suite 1800 
Honolulu, Hawaii 96813 

Randall J. Hee, P.E., President and CEO 
Kauai Island Utility Cooperative 
4463 Pahe'e Street, Suite I 
Lihue, Hawaii 96766-2000 

[2 copies] 
[First Class Mail] 

and 
[Electronic Service] 

[Electronic Service] 

[Electronic Service] 

[Electronic Service] 

[Electronic Service] 

[Electronic Service] 

[Electronic Service] 



Timothy Blume [Electronic Service] 
Michael Yamane 
Kauai Island Utility Cooperative 
4463 Pahe'e Street, Suite 1 
Lihue, Hawaii 96766-2000 

Kent T. Morihara, Esq. [Electronic Service] 
Kris N. Nakagawa, Esq. 
Rhonda L. Ching, Esq. 
Morihara Lau & Fong LLP 
841 Bishop Street, Suite 400 
Honolulu, Hawaii 96813 

Estrella Seese [Electronic Service] 
Department of Business, Economic Development and Tourism 
State Office Tower 
235 South Beretania Street, Room 501 
Honolulu, Hawaii 96813 

Warren S. Bollmeier II, President [Electronic Service] 
Hawaii Renewable Energy Alliance 
46-040 Konane Place 3816 
Kaneohe, Hawaii 96744 

Gerald A. Sumida, Esq. [Electronic Service] 
Tim Lui-Kwan, Esq. 
Nathan C. Smith, Esq. 
Carismith Ball LLP 
ASB Tower, Suite 2200 
1001 Bishop Street 
Honolulu, Hawaii 96813 

Mike Gresham [Electronic Service] 
Hawaii Holdings, LLC, dba First Wind Hawaii 
33 Lono Avenue, Suite 380 
Kahului, Hawaii 96732 

Deborah Day Emerson, Esq. [Electronic Service] 
Gregg J. Kinkley 
Deputy Attorney General 
Department ofthe Attorney General 
State of Hawaii 
425 Queen Street 
Honolulu, Hawaii 96813 

Mark Duda, President [Electronic Service] 
Hawaii Solar Energy Association 
P.O. Box 37070 
Honolulu, Hawaii 96837 



Douglas A. Codiga, Esq. [Electronic Service] 
Schlack Ito Lockwood Piper & Elkind 
Topa Financial Center 
745 Fort Stt-eet Mall, Suite 1500 
Honolulu, Hawaii 96813 

Theodore Peck [Electronic Service] 
Department of Business, Economic Development and Tourism 
State Office Tower 
235 South Beretania Street, Room 501 
Honolulu, Hawaii 96813 

Dated: June 8, 2009; Haiku, Hawaii 

Signed: 
Carl Freedman 


